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U.S. International Investments 
Capital Outflows Sustained at Hi^h Level 

Private Holdings Abroad Near $60 Billion 
Earnings Sliow Substantial Gains 

J T R I V A T E capital continued to flow 
from the United States to foreign 
countries at very high rates in 1962 
and in the first half of 1963. The 
outflow m 1962 at $3.3 billion was 
lower than the 1961 amount (as shown 
in the first chart) with short-term 
flows tending to diminish. That rate 
was about equal to the 1956-61 average, 
but about three times the 1950-55 
annual average. 

Data for the fii-st half of 1963 
indicate a record 6-month net outflow 
of some $2% billion. This amount 
resulted in part from a bunching of 
foreign borrowing here so that the 
rate of flow was well above the longer 
run trend, but even allo\ving for this 
temporary bulge a continued high rate 
of flow was indicated. The implica
tion of these developments for the 
overall balance of payments was the 
background for the Administration 
decision in July to allow an upward 
movement of the discount rate and to 
propose a tax on purchases of various 
classes of foreign securities and long-
term obligations—aimed at raising the 
cost to foreigners of obtaining long-
term capital in the U.S. market and re
ducing incentives for U.S. residents 
to invest abroad. 

Not only have the flows been large, 
but there has also been a tendency 
for a larger share of the total to go to 
the relatively weU-developed countries 
that are capable of accumulating re
serves. 

These outflows are relatively erratic 
in the short run, so that data for the 
fu'st quarter, in the following table, or 
estimates for tho first half of 1963 are 
not reliable indicators of the outcome 
for the full year. The "othor invest
ments" group includes short- and long-
term bank loans and commercial financ-
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ing, and also net purchases of foreign 
securities. 

Capital Outflow 
[MllUons ot dollors] 

Total all types 
1961 
1962 
1963 (1st (luarter) 

Di rec t i nves tmen t s 
1901 
1962 
1963 (1st quarter) 

o t h e r Inves tments 
1901 
1962 
1903 (1st quarter) 

Developed 
coun t r i e s ' 

3,114 
2,721 
1,020 

1,146 
1,206 

626 

1,067 
1,426 

494 

Loss 
developed 
countries 

1,630 
652 
- 2 

464 
262 
30 

686 
200 

- 3 2 

Total 

4,160 
3,273 
1,018 

1,699 
1, .557 

550 

2,652 
1,716 
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• Europe, Cnnnda, Japan, Australia, New Zealand, South 
Africa, and International bank. 

Purchases of Foreign Securities 

In the earlier postwar years U.S. 
investors had little interest in foreign 
securities (other than Canadian and 
International Bank issues) and pur
chased them at a rate of less than $100 
million per year (after deducting re
demptions). Beginning about 1956, 
however, the flow became much larger, 
and in the 1956-62 period averageti 
$750 million. 

Part of the increase in outflows shows 
up in purchases of outstanding loreign 
equity securities, particularly European 
issues in 1958-61, probably reflecting 
both the relatively greater growth in 
the European economies than in the 
U.S. and the special investor interest 
in the newly-created Common Market. 
This type of flow dropped sharply in 
1962 because of market disruptions 
here and abroad, and apparently has 
not resumed on any significant scale 
so far in 1963. 

Most of the purchases of foreign 
securities have been of issues (mainly 
debt issues) newly-offered in tlie U.S. 
market, shown in table 6. Total ofl'er-

ings of these new securities in U.S. 
markets showed an abrupt expansion in 
1962 and a fm'ther spurt in the first 
6 months of 1963. Canadian issues 
were responsible for much of the rise, 
and the tabulation shows that nearly 
all of the recent Canadian offerings 
have been placed privately, whereas in 
the earlier period of large Canadian 
borrowings in 1967-59 more than half 
of the total was issued for public sale. 
Only a small portion of the Canadian 
issues is taken by investors in other 
foreign countries, and the shift to pri
vate placements tends to Hmit this 
possibility. 

New European issues have also ex
panded since 1961, but these are mainly 
public offerings, and foreign investors 
have taken up at time^ of issue about 
half of the amounts sold in the past 
five years. Nevertheless, the direct 
outflow from the United States also 
rose by considerable amounts. Offei--
ings of othor developed countries, no
tably Japan, have also been on the 
increase. 

The advantages of borrowing in the 
U.S. market are well known; it is both 
easier and generally less costly to bor
row here than in other markets. New 
issues of entities in tho developed coun
tries other than Canada had yields 
ranging between 5.3 percont and 7.5 
percont in the past 18 months, with an 
overall average of about 5.75 percent. 
These yields are somewhat lower than 
those in most foreign marliots, but are 
well above yields on new domestic cor
porato bonds of the highest rating, 
which ranged between 4 and 4.5 percent. 

Short-term outflows 

Additions to foreign short-term assets 
as reported by banks and others 
amounted to about $% billion in 1962, 
down by $1 billion from the record 1961 
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amount. The drop reflected primarily 
a slowdo^vn in lending to Japan, which 
accounted for much of the 1960-61 out
flow, and a reduced flow into Canadian 
deposits. Data for the first half of 1963 
show a rate of outflow somewhat larger 
than in the like period of 1962. While 
changes in this component of the bal
ance of payments are often large since 
they are the net result of much larger 
gross flows, over the years outflows of 
considerable size have shown up 
consistently. 

D i r e c t I n v e s t m e n t s A b r o a d 

United States firms invested a further 
$2.8 billion in their foreign affiliates in 
1962, raising the aggregate book value 
to over $37 billion at tho end of the 
year. Most of the increase came from 
capital outflows of a little over $lM 
billion, about the same as in 1961, 

U.S. PRIVATE CAPITAL FLOW 
• Portfolio Investment Continued Up'in 1962 
• Direct Investment at High Level 
• Short-Term Outflovi/ Dropped in 1962 

Billion $ 
5 

4 -

3 -

/ \^.-H Direct Investments 

•Short-term 

IPorlfolia* 

J I I I 1 1 1 I I I 1__1 l_ 

FOREIGN PRIVATE CAPITAL 
• Flow to U.S. Diminishes 

1 - Total 

Porffo/io* Direct Investments 

J 1 I I \ I I I I I I _1 I -1 
1950 52 54 56 58 60 62 

* N e t Purchases of Socurities, (Other than direct 
Investments) and Loans with a Maturity of more 
tiian one year. 

U.S. Department of Commerce, Office ot Busineu Economics 

SURVEY OF CURRENT BUSINESS 

carrying forward the upsurge in these 
investments that began in 1956. A 
further $1.2 billion was added to the 
investments out of retained foreign 
earnings, somewhat more than in 1961 
but about equal to the 1956-61 average. 

Data for early 1963 indicate that the 
pace of investment, especially in Europe, 
has not diminished. Preliminary tab
ulations of projected foroign plant and 
equipment expenditures support this 
expectation, and it may well be that a 
larger proportion of the financing 
requu'ed for European operations is 
being obtained in the United States 
than was the case in earlier years, when 
it was customary to cover working 
capital needs by local borrowing when
ever possible. 

European investment stands out 

New investments of $1.1 billion in 
1962, slightly over the 1961 increment, 
raised the total of du'oct investments 
in Europe to more tlian $8.8 billion. 
Half of these 1962 investments were 
made in manufacturing facilities, in
cluding about $100 million spent to 
acquire existing enterprises from foreign 
owners. Now investments in Europe 
in 1963 appear to be Leaded for another 
very large amount. 

Capital flows to afliliates in Common 
Market countries rose to $466 million 
in 1962, an all-time high. At the same 
time, because of a somewhat higher rato 
of payout from only slightly higher 
earnings, tho amount reinvested de
clined to only $81 million from $129 
million in 1961. Much of the shift was 
in Germany, where capital flows for 
manufacturing were up sharply while 
reinvested earnings were reduced. 

A considerable part of the capittd 
flow into Common Market countries, 
and to a lessor extent into other areas, 
is transferred tlirough Swiss affiliates. 
Data on such transfers of funds are now 
supplied by tho companies in a special 
annual report, and a iDreliminary tab
ulation shows about $100 million trans
ferred in the two j^ears 1961 and 1962. 
In 1962, such indirect capital flows to 
Germany amounted to about $20 
million, and tho amounts for France 
and Italy were also sizable. In table 
3, those capital flows are sliown as going 
to the primary subsidiaries in Switzer-
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land, but the aggregate values in table 2 
have been adjusted to include these 
reallocations. 

In the rest of Europe, direct invest
ment activity has also been substantial 
in recent years \vith annual additions a t 
a rate of ovor $M billion. However, 
additions for 1962 were considerably 
less than in 1961, largely reflecting a 
sharp decline in capital flows to. oil. 
companies in the United Kingdom.as 
refinery and other projects wore com
pleted. Manufacturing investments in 
the United Kingdom were stepped up 
in 1962, though, with increased capital 
flows from the United States. 

Other developed countries 

Investments in Canada by U.S. 
firms were up substantially in 1962, 
with additions of nearly $700 million 
about equal to the average increase in 
the 1950-61 period. Most of the in
crease as compared m t h 1961 Avas for 

Table 1.—Factors Affecting the U .S . Private 
Long-term Inves tment Posi t ion, 1961 and 
1962 

IMllllonoI dollars] 

Typo of Investment 

U.S. private long-term invcsUnenlsabroad 

Direct investments 

UclnvestocIoarninKs 

Other long-term private investments 
abroad 

otlior ndjtistincntii' 

Valiio, ond of year 

Foreign long-term investments in the 
United Stales 

Direct investments 

Add; Capital Inilow ' 

otlier long-term investments 

Add: Capital Inflow 1 
l*iico chanBcs 
otlior adjustments 

lOGl 

31,822 

1,509 
1,051 

189 

SI. 051 

12, 032 

1,011 
054 
42 

14,339 

0,010 

73 
238 
171 

7,302 

11,608 

393 
2,151 

14,0.52 

1002 

34,004 

1,657 
1,202 
-278 

37,145 

14,330 

l,20!l 
—138 

21 

16,431 

7,392 

132 
214 

—141 

7,597 

14,052 

139 
-1,509 

-78 

12, 004 

1. Included in tlie balanco of payments accounts 
2. For details, sec nolo to tablo 2 
3. Mainly roolas.slflcatlons In 1001 from direct invcstmonts 

(H-$175 million) and losses on foreign oxcliango ($140 million); 
in 1002 Includes reclassifications (-i-$41 million) and foroign 
cxoliango losses ($85 million) 

4. Mainly revaluations of portfolios ot forclgn-controiicd 
insurance companies. 

NOTE; Excludes direct investments in Ouba. 
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T a b l e 2 . — V a l u e o f D i r e c t I n v e s t m e n t s A b r o a d * b y 

T a b l e 3 . — D i r e c t - I n v e s t m e n t C a p i t a l F l o w a n d U n d i s t r i b u t e d S u b s i d i a r y 

T a b l e 4 . — D i r e c t - I n v e s t m e n t E a r n i n g s a n d I n c o m e , ^ 
[Millions of dollars) 

Area and country 

Table 2 

1950 lOBO 

1902 P 

Total 

Min
ing 
and 

smelt
ing 

Petro
leum 

Mann-
fac-
tur-
ing 

Pub l i c 
utlM 
ties 

Trade otlior 

Table 3 

N o t capital outflows 

1901' 

Total 

Min
ing 
and 

smelt
ing 

Petro
leum 

Manu
fac

turing 
other 

All areas, total 

Canada 

Latin American Republics, total. 

Mexico . Central America and West 
Indies , total . 

Costa Rica 
Dominican Uopulil ie. 
G u a t e m a l a - . . 
Honduras 
Mo.\lco 
Panama 
othor countries ' 

South America, tota l . 

Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Peru 
U r u g u a y . . 
V o n o m o l a ' 
o ther countries. 

Other Western Hemisphere. 

Europe, total 

Common Market , total 
Belg ium and Luxembourg. 
Franco 
Germany 
I t a l y - -
Netherlands 

Other Europe, total 
Austria 
Denmark 
Norway 
Portugal 
Spain 
Sweden 
Switzerland ' 
Turkey -
United Kingdom 
Other countries 

Africa, total-

North Africa, to ta l - . 
Algeria 
Libya 
Othor countries. 

East Africa 

W e s t Africa, total . 

Liberia—-
Otlior countries-

Central and South Africa, total.. 

Fodoratlnn of Uliodcsla and Nyasaiaiid 
l iopubllc of South Africa 
Other countries 

Asia, total.. 

Midd le East 
Far East, total 

India 
Indonesia 
Japan 
Malaya 
Pakistan 
Phlllpplno Itepuli l lc , 
Other countries 

Oceania, total 
Australia 
N e w Zealand 
Other countries. 

Internat ional . . . 

11,788 

;l, .i7fl 

4,446 

1,488 

(iO 
lOli 
100 
02 

41.1 
68 

081 

2,957 

350 
11 

(144 
640 
193 
146 
55 

093 
20 

131 

1,733 

(J37 
00 

217 
204 
03 
84 

1,090 
13 
32 
24 
10 
31 
58 
25 
10 

847 
34 

287 

5(i 
5 

(X.t) 
51 

12 

42 

1« 
20 

177 

20 
140 
11 

(i»2 
,109 
38 
58 
10 
18 
8 

140 
19 

25(i 
201 
26 
30 

25,.I'J4 

8,709 

7,434 

2,2.14 

02 
88 

Km 
108 
730 
201 
930 

5,200 

333 
in 

836 
U(i(i 
390 
383 

57 
2,405 

48 

CI8 

4,151 

I, CSO 
102 
404 
681 
252 
191 

2,471 
45 
42 
51 
25 
44 
109 
00 
03 

1,074 
40 

GC4 

lOli 
10 
24 
72 

30 

147 

72 
76 

381 

59 
301 
21 

2,019 

1,138 
881 
113 
109 
185 
35 
29 
300 
44 

OUH 
583 
48 
07 

1,041 

.12,778 

11,198 

8, ;187 

2,G42 

02 
105 
131 
100 
795 
406 

1,014 

5,745 

472 
33 

053 
738 
424 
440 
47 

2, lifiO 
03 

884 

6,C81 

2,G44 
231 
741 

1,000 
384 
283 

4,037 
48 
07 
83 
31 
50 

i in 
254 
06 

3,231 
83 

925 

196 
21 
99 

40 

290 

139 
151 

82 
280 
20 

2,291 

1,139 
1,152 

160 
178 
254 
40 
34 

414 
07 

994 
850 
53 
85 

1,418 

.14, (iS4 

11,014 

8,255 

1,815 

03 
107 
127 
95 

820 
408 
90 

B, 440 

050 
43 

1 ,008 
748 
426 
430 

49 
3 , 0 1 2 

113 

954 

7,713 

3,087 
201 
857 

1,177 
483 
310 

4,020 
62 
90 
93 

;17,145 

12,131 

8,472 

1,935 

03 
108 
127 
00 

873 
asa 

100 

6,530 

707 
32 

1,088 
708 
450 
461 
,63 

2.82« 
06 

1,050 

8,843 

3,671 
233 

1,000 
1.472 

640 
370 

5,172 
50 

l i s 
107 

3,183 

1,482 

1,099 

171 

(.X) 
(.X) Ix) 
(X) 
127 

18 
12 

928 

20 
504 

(.X) 
248 

(X) 
(X) 

30 
74 
141 
389 
98 

3, 542 
105 

1,058 

259 
32 
177 
50 

56 

327 

100 
107 

416 

85 
309 
22 

2,477 

1, 243 
I, 2.14 
188 
147 
303 
47 
41 
440 
08 

1,107 
050 
04 
87 

1,486 

37 
86 
170 
.665 
108 

3. 805 
128 

1,240 

360 
46 
203 
58 

69 

359 

178 
181 

461 

83 
363 
25 

2,495 

1,206 
1,289 
190 
100 
3119 
00 
48 
374 
82 

1,261 
1, 091 
82 
88 

1,641 

(X) 
(.X) 

12,001 

2,834 

3,1S9 

245 

(X) 
(X) 

28 
(.X) 

07 
77 
33 

2 ,914 

(.X) 
(X) 

70 
(.X) 
257 

on 
(.X) 

2,202 
24 

485 

40 2 , 3 6 5 

1,083 
68 

257 
370 
229 
103 

1 ,282 
(.X) 

77 
50 

(.X) 
27 

103 
38 
89 

79U 
05 

40 
(.X) 

1 
(.X) 

(X.X 
(x.x) 
(.x) 

(XX) 

10 

307 

(.X) 
(.X) 

170 

(X) 
(.X) 

133 

71 
00 

2 

(X.X) 
29 

(.V) 

(.X) 
(X) 
(.X) 
(.X) 

41 
42 

027 

338 
(.X) 
(.X) 

37 

54 

(X) 
(.X) 

135 

(X) 
(X) 
(.X) 

1,701 

1,148 
012 

(.X) 
(.x) 
(X) 
(x; 
(X) 
(X) 
(X) 

402 
(X) 
(X) 
(.X) 

908 

13,212 

6,340 

1,893 

484 

(.X) 
(.X) 
(X) 
(-\-) 
448 

10 
14 

1 ,409 

404 
(•X) 

on 
29 

102 
44 
24 

101 
(.X) 

47 

4,825 

2,063 
174 
582 
060 
232 
119 

2,763 
(.X) 

20 
25 

(.X) 
30 
24 

106 
5 

2, 512 
II 

141 

(X) 
(.X) 

(XX) 

(X) 
(•t) 

129 

(X) 
120 

(X) 

348 

31 
317 

73 
14 

119 
(.X) 
(•X) 

89 

018 
580 

32 

2,039 

611 

709 

188 

14 
0 

00 
23 
20 
25 
25 

522 

(X) 
(X) 

195 
(.X) 

27 
20 

(X) 
35 
18 

49 

49 

31 

1 
10 
3 
2 

15 
18 

(.f) 
(.XX) 
(X.X) 
(.V) 

4 
(X.X) 
(XX) 
(.X.X) 

12 
1 

(.X) 
(.X) 

(X.X) 

(X) 
(.X) 

(X.X) 

(x.\) 

39 

3 
30 
2 

(XX) 
1 

(.X) 
(.X) 

28 
3 

(X) 
(X) 
(X) 

3,015 

708 

839 

306 

247 

473 

3 3 
(X) 

130 
14 
51 
47 

5 
170 

(X) 

77 

1 ,082 

301 
41 

122 
91 
47 
60 

721 
(.X) 

14 
10 

(.X) 
14 
41 

228 
10 

348 
3 9 

69 

7 
(.X) 
(.X) 

(.X) 
(.X) 

2 
3 9 

2 

108 

9 
159 
20 

2 
3 9 

(X) 
(.X) 

50 
24 

72 
62 
10 

(X.X) 

.1,035 

1,256 

773 

481 

44 
09 
24 
75 

107 
179 

18 

290 

300 
32 
41 

221 
10 
20 
24 

219 
23 

124 
9 

20 
43 
30 
14 

.143 
60 
3 

10 
37 

4 
8 

184 
4 

143 
2 

6 
46 

203 
4 

(X.X) 

178 
181 

15 
136 
101 
144 
210 

00 
48 

198 
47 

07 
411 

31 
89 

1 ,599 

302 

173 

55 

(.X.X) 
(X.X) 

- 5 
- 6 
46 
12 

8 

117 

104 
1 
7 

(X.X) 
- 7 

14 
(XX) 
(XX) 

- 2 

40 

277 
10 
7(1 

101 
73 
12 

448 
5 

27 
7 
2 
8 

31 
128 
32 

190 
12 

126 

32 

(X.X) 
(X.X) 

- 4 

131 

112 
19 
14 

- 3 1 
29 

1 
7 
2 

- 3 
90 
82 

7 
(x.\) 

8 

1,557 

312 

- 3 2 

5 

- I 
(X.X) 

- 2 
3 

3 0 
- 3 1 

0 

-.17 

94 
- 2 

14 
13 
21 
14 
2 

- 1 0 4 
1 

811 

406 
20 

111 
260 

34 
40 

343 
4 

21 
II 

- I 
7 

30 
117 

145 

104 
12 
84 

8 

8 

20 

17 
10 

- 4 
0 
3 

78 

- 7 
85 

7 
22 
62 
11 

6 
- 1 0 

3 

113 
104 

10 
- 1 

91 

76 

- 3 

- 1 1 

(.X) 
(X) Ix) 
(X) 

1 

8 

(.X) 
(.X) 

(.X) 
U 

(.X) 
(x) 

(X) 

(X.X) 
(X) 
X) 

X) 
(.X) 

(X.X) 
(.X) 
(.X) 
(.X 

(.X) 

"(.X)" 

17 

(X) 
(.X) 

(.X) 
(X) 

- 2 

- 4 
2 

(XX) 

(XX) 

(XX) 
(.X) 

.X) 
(.X) 
(.X) 
(.X) 

538 

132 

- 1 1 5 

29 

(X) 
(.X) 

(X.X) 
(.X) 

in 
2 
0 

- 1 4 4 

(X) 
(•X) 
- 1 6 
(X) 

20 
- 7 

(X) 
- 1 0 7 
(XX) 

40 

208 

102 
13 
fl 

70 
- 2 

15 
107 

(•X) 
21 

0 
(X) 

3 
28 
10 
4 

21 
2 

no 

102 

(X) 

(.X) 
(X) 

(X) 
(.X) 
(.X) 

47 

- I I 
68 

(.X) 
(.X) 
(.X) 
(X) 
(.X) 
(x) 
(.X) 

29 
(.X) 
(.X) 
(.X) 

75 

2 3 

114 

2 3 

(X) 
(X) 
(x) 
(x) 

23 
- 2 

1 

73 
(x) 

10 

1 
8 

(X.X) 
(XX) 

(.X) 

18 

420 

299 
3 

84 
174 

23 
14 

121 
(X) 

- 2 
1 

(.X) 
2 

(X.X) 
0 
1 

110 
1 

11 

1 
(.X) 
(.t) 

1 

(XX) 

(•X) 
7 

(.X) 

24 

1 
23 
12 

(X.X) 
8 

(.X) 
(X) 

1 
1 

71 
n2 

' Revised. " Preliminary, x Combined in "otlier" Induslries. xx Less llian "SDOjOOO. 
N O T E : Detail may not iiild lo totals because of rounding. 
1. T h e value of dlreel liivestineiils abroad In 1002 and 1901 was adjusted by $-278 million, 

and $180millioii, rcsperllvely, clue to valuation luijustmcnts on tbe companies'books, transfer 
lo otlier investment categories, prollts or losses on liquidations, or transfers between areas 
and industries. Major items for 1002 ineluded: adjustments to book vahics of $—20 million 

($—10 iiillllon ill petroleum and $—10 niilllon In mining nnd smelting in Latin America), 
a subsidiary of a petroleum company in Canada valued at $102 million, was spun oil and 
distributed to stocklioldcrs, wltii tlio proportions owned by U.S. stockholders added to 
"other" foreign securities; a sale of a public utility company In the I'hlUpplncs In oxcliange 
for notes resulting in a transfer to "other long-term invcstmciils" of $49 million; otlior valuii-
lion adjustmeiils netling out to $ - 4 7 million. 
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Major itonis for 1901 Included: adjustments to book values of $300 million ($400 million in 
Petroleum in Venezuela, $-42 million In public utilities in Latin America, ond a total of 
$—65 mlllloa In petroleum In Africa and in mining and smelting in Latin Anioricn); transfer 
lo (itlier investment categories of $177 million lii public utilities in Canada; increases to 
book values for investments not previously reported, $54 million. 

2. Incomo Is (lie sum of dividends, interest iiml braneli iiroflts; eiirniiigs Is the sum of tlio 

U.S. share in tlic not earnings of subsidiaries and brniieli prollts. 
3. Data for other countries Include Ouba for 1950 ($042 million), 1067 ($840 million) and 1900 

($050milUon). 
4. Data for Switzerland have been adjusted to exclude from book values $32 million In 1902, 

and $63 million In 1001, because of transfers from Swiss primary holding companies to second
ary operating companies located primarily in otlicr European countries. 
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development ol' iron ore properties; 
manufacturing investments in Canada 
continued to increase at about $250 
million annually, but in 1962 the growth 
was financed very largely by reinvesting 
most of a sizable gain in earnings. 
Investments in petroleum facilities were 
moderately higher, largely because of 
acquisition from foreign owners of 
additional interests in Canadian firms. 

In other developed countries, U.S. 
companies invested an additional $270 
million in 1962, a considerable rise over 
1961. Australia and Japan received 
most of the added capital flow, with 
lesser amounts going to New Zealand 
and South Africa. 

Less-developed countries 

For Latin America, the siun of capi
tal flows and reinvested earnings for 
U.S. investments was reduced to about 
$250 million in 1962 compared with 
over $400 million in 1961. The 1962 

result was greatly influenced by large 
net cash inflows from petroleum and 
other investments in Venezuela. If 
Venezuela is eliminated, U.S. investors 
added over $400 million to their 
Latin American investments in 1962, 
nearly the same amount as in 1961. 
The 1962 investments were very largely 
in manufacturing facilities, the in
vestment in which was raised by over 
$200 milhon in the year, with about 
half going to Ai-gentina. There was 
also an addition of about $60 miUion 
to manufacturing investments in Brazil, 
but only $10 million came from capital 
flows, with the remainder representing 
reinvestments of considerably enlarged 
eai-nings. These figures are not ad
justed for any unrealized foreign ex
change losses incurred during the year. 

Investments made in other less-
developed areas in 1962 rose slightly 
to about $450 million. Within this 
total, there was a sharp decline in 

DIRECT FOREIGN INVESTMENTS - ANNUAL ADDITIONS 
Strong Uptrend Shown for DEVELOPED 
COUNTRIES*in Past Four Years 

3. 
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* Includes Canada, Europe, Union of Soulh Africo, Japan, Australia, and New Zealand. 

U.S. DepartmenI of Commerce, Office of Buslnisi Economic] 

Table 5.—Direct Investments in Manufac
turing Enterprises Abroad, 1950,1957,1961 
and 1962, by Commodity 

[.Millions ol dollars; yoarond book values] 
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Paper nnd allied 

Chemicals and allied 
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Primary and labrl-
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Machinery (excopt 

Electrical machinery. 
TransiMrtatlon equip-

Other products 

lOliO 

3,831 

483 

378 

612 
182 

386 

420 
387 

486 
699 

1967 

8,009 

723 

722 

1,378 
401 

941 

927 
731 

1,204 
983 

lOBl 1 

11,984 

1,000 

004 

2,048 
647 

1,328 

1,476 
989 

2,312 
1,380 

IU02 1 

13,212 

1,095 

939 

2,252 
608 

1,444 

1,034 
1,072 

2,031 
1,537 

«3-8-5 

NOTE: Detail may not add to totals because ol rounding: 
data for major areas arc available on request. 

1.1961 and 1062 data oxcludo Cuba. These Investments 
were estimated at yearend 1900 at $111 million, and Included 
$21 million for food products, $28 million for chemicals and 
allied products, $28 million for tho "other products" group 
and $34 million for all other manufacturing industries. 

financing of oil company operations in 
the Middle East, offset by larger in
vestments to expand oil production 
facilities in North Africa and refining 
and distribution capacities in other 
areas. Manufactm'ing investments re
mained minimal in these countries. 

Major industry developments 

Direct investments in manufactm'
ing in all countries were at a rate of 
$1.2 billion in 1962, a sizable jiunp 
over the $900 million invested in 
1961. About 80 percent of the ad
ditional investment in each of these 
yeai's went to the developed countries, 
and data now avaUable on investment 
plans for 1963 indicate a similar out
come. 

The transportation industry (largely 
automobiles) continued to account for a 
large part of the manufacturing invest
ment (26 percent) with continued 
expansions in Europe, Australia, and 
Latin America. The chemical industry 
is gi'owing in importance and invested 
over $200 million in 1962, including 
investments by oil companies in petro
chemical plants. Other important com
modity sectors now growing at a rela
tively rapid rate ai'e food products, 
rubber products, and primary and 
fabricated metals (including reduction 
and fabricating of aluminum), while 
the machinery and paper industries are 
increasing at a slower rate (table 5). 

The amount added to petroleum 
investments declined by one-quarter to 
$685 milhon in 1962, but company pro-
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jections indicate that 1963 totals may 
return to the 1961 level. More than 
one-half of the new petrolemn invest
ments are now being directed to increase 
refining facilities around the world, 
particularly in Em'ope and other devel
oped countries of the Eastern Hemi
sphere. Investment flows to other 
industries were maintained close to the 
substantial levels of recent years—about 
$0.9 billion. 

DIRECT FOREIGN INVESTMENTS 
Book Values and Earnings 
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PETROLEUM 

I l l l l 

1950 52 54 56 58 60 62 

y End of Year 

U.S. 0«ptrtment of CammerM. Office of Busineu tconomlc* 63-3.J 

Earnings and I n c o m e 

The heavy volume of new direct 
investments in recent years continued 
to push earnings to higher levels with 
the total reaching $4.2 bilhon in 1962. 
The increase in earnings in 1962 
amounted to $430 million, ol' which 
more than half accrued to petroleum 
companies, and $100 million was ac
counted for by manufacturing enter
prises. These eai'nings represent the 
share of U.S. stockholders and parent 
companies in the earnings of foreign 
subsidiaries, affiliates and branches. 
Out of this total substantial amounts 
are held abroad as undistributed profits. 
The higher 1962 eai'niugs were reflected 
in an increase in the amounts retained 
by foreign subsidiaries, which rose by 
about 15 percent to $1.2 billion. 

Despite tbe heavy investment flow 
into manufacturing operations in 
Europe earning-s declined by $37 million 
in 1962, with the chemical producers 
particularly affected. However, Cana
dian earnings recovered strongly and 
manufacturing returns improved by 
$100 million to $460 million. In Aus
tralia and New Zealand, manufacturing 
earnings rose by 50 percent, but changes 
in other areas were limited. 

Income receipts from abroad, which 
include branch profits, dividends and 
interest, moved up by 10 percent to 
$3.1 bilhon. Most of this additional 
income came from foreign petroleum 
operations, wth only minor amounts 
applying to manufacturing, mining, or 
other industries. 

In addition to the income listed above 
derived from foreign operations, parent 
companies in the United States collected 
additional revenues from foreign affili
ates amounting to more than $0.5 bil
lion (exclusive of foreign film rentals) in 
the form of royalties and management 
fees. More than half of this amount 
was received from foreign manufactur
ing subsidiaries (table 7). These reve
nues are now expanding rapidly, with 
an increase of $100 million in 1962 alone. 

There have also been sizable gains in 
income received from the mounting 
volume of portfolio and short-term in
vestments abroad. In 1962 interest 
and dividends received on these invest
ments reached $800 miUion, compared 
with $700 million in 1961. 

Foreign long-term investments in 
the United States 

Capital coining from abroad for long-
term investment in the United States 
amounted to $270 milhon in 1962, com
pared with about $450 miUion annuaUy 
in 1960-61. The decline showed up 
mainly in sharply reduced investments 
in U.S. equity securities after mid-1962. 

Table 6.—New Foreiga Issues Placed ia the 
IFiiitcd States , 1957-June 1963 

[.Millions of dollnrs; before dodueting discounts and 
coinmlsslons] 
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420 

539 
182 

05 

20 
51 

221 

>ia 
C o 
a. 

834 
014 

•108 

34 
18 

687 
477 

59 

30 
2 121 

333 
211 

41 

47 
34 

221 
82 
16 

IS 
109 

226 
182 
44 

106 
90 
10 

174 
174 

U.S 

15 
"o 

996 
009 

• 212 

125 
60 

1,090 
459 
199 

108 
«180 

84 

651 
248 

58 

100 
127 

12 

585 
248 

24 

42 
174 

97 

639 
451 

79 

32 
03 
14 

981 
378 
120 

39 
07 

371 

612 
332 

20 

13 
61 

190 

. portion 

P
ub

li
cl

y 
of

fe
re

d 

193 
22 
44 

93 
34 

424 
(•) 
141 

138 
01 
84 

225 
40 
17 

01 
95 
12 

344 
143 

11 

27 
00 
97 

424 
280 

35 

32 
03 
14 

887 
290 
120 

39 
07 

371 

442 
102 
20 

13 
51 

100 

P
ri

va
te

ly
 

of
fe

re
d 

803 
687 

1108 

32 
IG 

666 
4.'i0 

58 

30 
» 110 

326 
208 

41 

45 
32 

241 
105 

13 

15 
108 

215 
171 
44 

94 
88 

0 

170 
170 

i" Prellmiiinry. 
• Less than $500,000. 
1. Includes $115 million of bonds of Shell Funding Corpo

ration. 
2. Includes $75 million offering of Intor-Amoriciin Develop

ment Bank bonds. 

NOTE: The amounts shown for U.S. purchases exceeds the 
figures used in the balance of payments because the latter 
oxcUidc discounts and commissions. 
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Direct investments by foreign firms 
in tlie United States were moderately 
higher in 1962, but the capital inflow of 
$132 million included over $80 million 
of increased liabilities of trading com
panies, rather than more permanent 
investments here. In addition to the 
capital inflow, about $200 million was 
added to these investments out of re
tained profits. 

T a b l e 7 . — D i r e c t I n v e s t m e n t K e c c i p t s o f 
R o y a l t i e s a n d F e e s , ' b y A r e a s a n d M a j o r 
I n d u s t r i e s , 1961 a n d 1962 

[Millions of dollars] 

.\̂ rco and Industry 1901 ' 

448 
05 

240 
47 
07 

1052 p 

548 
117 

303 
,16 
92 

•• Revised. " Prcllniiniiry. 

NOTE; Detail may not add to totals because of roundlnp: 
(lata for major areas arc available on request. 

1. Excludes foreign Olm rentals. 

' T a b l e 8 . — F o r e i g n D i r e c t I n v e s t m e n t s i n t h e 
U n i t e d S t a t e s - C a p i t a l F l o w s , R e i n v e s t e d 
S u b s i d i a r y E a r n i n g s , E a r n i n g s a n d I n 
c o m e P a y m e n t s , 1 9 6 1 - 6 2 , w i t h M a j o r 
I n d u s t r i e s f o r 1962 . 

[Millions of dollars: CnplUil Outllows ( - ) ] 

All areas, total 
Capital Inilow 
Reinvested earnings... 

Total (additional 
Investment) 

Earnings 
Income paid abroad i. 

Canada 
Capital Inflow 
Reinvested earnings... 

Total (additional 
Investment) 

Earnings 
Income paid abroad '. 

United Kingdom 
Capital Inflow 
Reinvested earnings... 

Total (additional 
investment) 

Earnings 
Incomo paid abroad i. 

other Europe 
Capital inflow 
Reinvested earnings... 

Total (additional 
investment) 

Earnings 
Incomo paid abroad i. 

other areas 
Capital Inflow 
Reinvested earnings... 

Total (additional 
investment) 

Earnings 
Income paid abroad • 

1901 

73 
238 

311 
435 
233 

- 3 
40 

37 
100 
1)5 

110 

13(1 
no 

189 
72 

Total 

132 
214 

345 
432 
268 

43 
60 

09 
147 
105 

105 
06 

43 
114 

155 

172 
75 

1002 

41 
88 

120 
HO 
70 

- 5 
46 

40 
53 
11 

7 
7 

14 

35 
3D 

36 
42 

76 

04 
32 

4 
- 4 

(•) 
- 4 

3 

47 
- 2 

46 
140 
147 

• 20 
- 1 

19 
75 
70 

6 
- 1 

4 

27 
20 

19 
(•) 
10 

29 
33 

3 

(•) 
3 

0 
9 

44 
128 

172 
146 
35 

28 
12 

40 
10 
18 

7 
38 

45 

42 
0 

-11 
73 

70 
10 

Most proposed direct investments in 
the United States call for only relatively 
minor amounts of financing from 
abroad—U.S. som'ces generally supply 
most of the funds required. 

Changes in investment position 

The overall international investment 
position reflects the activities of private 
iavestors here and abroad, the changes 
in short-term liabilities and monetary 
assets largely depending in one way or 
another on the outcome of the other 
sectors of the international transactions 
of the United States, and the extension 
of credits of various kinds by the U.S. 
Government. The aggregate outstand

ing amounts of these assets and liabili-1 
ties are given in table 9. 

Changes (including both capital flows 
and valuation changes) in the key types 
of assets and liabilities from 1950, when 
our balance of payments position changed 
decisively through 1962, appear below; 

(IJilUons of dollars; Increase In U.S. assets (-1-)) 
U.S. private long-term Investments abroad -|-35 
U.S. private short-term investments abroad -f 0 
Foreign long-term invcstmonts and non-liquid assets 

In the United States -13 
Net Increase In privato and non-liquid investments. -|-2S 

U.S. monetary reserves (gold, IMF gold traiieho 
position, convcrtihlo currencies) —7 

Foreign-owned liquid assets in U.S. banks and U.S. 
Ooverumcnt obligations —10 
Net decrease in liquid assets —23 

U.S. Oovcrnnicnt credits and claiins (inconvertiblu 
foreign currency claims -)-0 -fS 

(Continued on page 28) 

T a b l e 9 . — I n t e r n a t i o n a l I n v e s t m e n t P o s i t i o n o f t h e U n i t e d S t a t e s , T o t a l 1950 , b y A r e a , 
1961-62 

[Millions of dollars] 

Type of Investment 

U.S. aescls and invcatments 
abroad, total 

Private Investments. 

Long-term . . . . 

Direct 
Foreign dollar bonds 
Other foreign securities» 
other 

Sliort-term n.ssots and claims 

Denominated In dollars... 
Denominated in foroign 

currencies.. 

U..S. Government credits and 
claims 

and 
Long-term 
Foreign currencies 

short-torm claims 
IMF position and monetary 

autlioiitlcs holdings of 
convertlblo currencies 

Foreign assets and Investments 
in the United Slates, tolal ' . . . . 

Long-terra. 

Direct 
Corporate stacks 
Corporate, stato, and mu

nicipal bonds 
Other 

Short-term assets and U.S. 
Government obligations. 

Privato obligations 

U.S. Government obliga
tions.. . 

Long-term marketable 
Issues 

Non-markotablo, medi
um-term non-conver
tible securities 

Sliort-term ' 

Total 

1060 1901 ' 1 1902 p 

31,539 

19,004 

17,488 

11,788 
1,092 
2.041 
1,307 

1,610 

1,174 

342 

12,535 

10,708 

322 

1,446 

18,407 

7,007 

3,391 
2,025 

181 
1,500 

10,410 

0,477 

3,033 

1,470 

2,403 

75,014 

55,513 

49,003 

'34,604 
5,406 
5.002 
3,332 

0,510 

6,067 

843 

19,501 

14, 749 

2,040 

1,806 

46,878 

21,444 

7,392 
11,808 

038 
1,000 

25,434 

13,303 

12,071 

2,780 

0,282 

80,126 

69,810 

62,670 

37,145 
0,373 
5,420 
3,029 

7,234 

6,322 

012 

<20,316 

< 10,040 

3,113 

1,103 

47,368 

20,201 

7,697 
10,330 

057 
1,011 

27,107 

13,340 

13,827 

2,001 

251 
11,516 

Western 
Europe 

1901' 1902 >> 

21,283 

12,713 

11,398 

7,713 
400 

2,044 
1,235 

1,315 

928 

387 

8,670 

7,818 

030 

110 

27,442 

16,274 

5,120 
8,706 

430 
1,009 

12,108 

6,509 

0,600 

800 

6,703 

22,3.38 

14,460 

12,802 

8,843 
664 

2,174 
1,321 

1, 

1,110 

440 

7,878 

7,207 

676 

90 

20,692 

14,367 

6,233 
7,697 

12,335 

6,318 

074 

251 
6,092 

Canada 

I96I ' 1962 n 

19,097 

19,092 

17,926 

11,014 
2.809 
3,202 

301 

1,100 

841 

325 

6,801 

3,037 

1,089 
1,401 

1 
180 

3,104 

2,097 

1,007 

340 

72: 

19,763 

19,746 

18,529 

12,131 
3,260 
2,806 

337 

1,217 

033 

284 

7,229 

3,617 

2,001 
1,242 

(X) 
214 

3,712 

1, 

1,813 

271 

1,542 

Latin 
American 
Republics 

1001 '11962 P 

14,333 

11,637 

0,806 

'8,255 
246 
60 

1,209 

1,772 

1,720 

43 

2,696 

2,621 

. 175 

15,395 

12,190 

10,261 

8,472 
345 
97 

1,337 

1,939 

1,890 

49 

3,115 

2,022 

193 

4,019 

1,352 

130 
927 

75 
220 

2, 007 

2,216 

462 

333 

4,146 

1,219 

137 
786 

70 
221 

2,927 

2,433 

494 

240 

Other 
foreign 

countries 

1901' 1002 B 

15,181 

9,513 

7,257 

6.690 
027 
•n; 
497 

2.266 

2,108 

5,668 

3.650 

2, log 

5,052 

1,129 

144 
063 

131 
191 

3,923 

3,094 

829 

760 

17,801 

10,602 

8,093 

6,058 
1,133 

208 
634 

2,609 

2,379 

130 

7,269 

4,041 

2,318 

5,616 

1,040 

100 
603 

129 
188 

4,470 

3,167 

1,303 

73 

1,230 

Intornatlonal 
Institutions 

and 
unallocated 

1001 ' 1062 i> 

5,120 

2,558 

2,657 

n ,480 
1,018 

63 

2,562 

851 

21 

1,690 

2, 

62 

"""si 

2,600 

358 

2,248 

1,231 

1,017 

4,869 

2,812 

2,811 

= 1,641 
1,085 

85 

1 

1 

(X) 

2,057 

070 

23 

1,004 

2,879 

02 

40 

13 

2,817 

523 

2,294 

7S9 

1,505 

1. Includes interest as well as dividends and branch profits; 
after withholding tax. 

•Less than $500,000. 

.VOTE: U.S. gold-stock, end ot 1901, $10,947 million; end of 1902, $10,067 million. 
' Revised. (.\) Negligible, 
p Preliminary. 
1. Data for Cuba omitted effective 1901; see notes to table 1 for other odjustments. 
2. Represents the estimated Investment In shipping componlos registered in Panama and Liberia. 
3. Consists primarily of securities payable in foreign currencies, but Includes some dollar obligations. Including partici

pation ill loan mado by tho International Hank for Reconstruction and Development. 
4. Outstanding amount of U.S. Government long-term credits is raised by $490 million In 1062 on account of the settlement 

of postwar aid to Japan, and reduced by $50 million for otlicr miscellaneous adlustments. 
6. 'lotal Includes estimated forcgin holdings of U.S. currency ns of end of 1050, $772 million; 1050, $9110 million; not distrib

uted by area. 
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ocean freight rates on cargos outbound 
from the United States are generaUy 
higher than inbound rates for the same 
commodity and the same trade route. 
Freight rates on cargo liner service 
operating on major freight routes are 
established by conference agreements. 
The steamship conference, by setting 
freight rates on a particulai' trade route, 
acts as a price leader; other liner com
panies that are not parties to the con
ference agi-eement offer sunilar services 
at rates about 10 to 15 percent less than 
the established conference rates. 

The underlying concept in the organi
zation of a steamship conference has 
been the desire to regulate competition 
between the regular lines of different 
nations by establishing uniform freight 
rates for each commodity and uniform 
trade practices. Most major U.S. in
ternational freight routes are dominated 
by liner conferences in which American 
steamship companies are participating 
with companies of other nations. I t 
seems that the practice of conferences 
has been to consider inbound freight 
into the United States as "back-haul" 
cargo, thus setting cheaper rates for 
commodities on United States bound 
ships that would otherwise be returning 
in ballast to pick up new cargo. The 
entire charge for overhead costs is 
assigned to the outbound journey for 
the United States; therefore, the "baclc-
haul" rate can be kept lower because 
only direct cost must be met and any 
returns in excess of these is considered 
profit. This being the case, manj'^ com
modities on several routes have highei-
rates outbound than the same goods 
inbound for U.S. ports. 

Freight rates on U.S. exports tend to 
be greater than inbound rates on U.S. 
imports for the same commodities in 
our foreign trade with industrial coun
tries. In addition, some rates from the 
United States to less industrialized 
areas are higher than freight rates from 
Western Europe and Japan for the 
same commodities over comparable 
freight routes. Provided that the com
position of trade and the participation 
of U.S. flag are not affected, higher 
freight rates on U.S. e.xports increase 
our foreign exchange earnings in tlie 
transportation account, but would affect 
adversely our merchandise exports, the 
largest receipt item in the balance of 
payments. 

GNP—(Cont. from p. 5) 

Because the gains in durable goods 
output have been relatively greater than 
those in other areas of the economy, 
durable goods have accounted for 45 
percent of the rise in GNP in the 
current expansion. (See text table.) 

This ratio compares with percentages 
of less than 30 percent in the previous 
two recoveries, and reflects a re
surgence in the share of hard goods 
output in total GNP. 

Distribution of Increase in Real GNP by 
Major Type 

Gro.ss National Product 

Duralile goods output. . 
Nondurable goods out

put 

II1954-
III1956 

I 1058-
II1960 

11001-
II1003 

As a percent of total rise in 
real GNP, from trough to 
nine cinnrtcrs after 

100.0 

29.9 

30.0 
8.1 

31.4 

100.0 

28.0 

27.3 
8.4 

36.4 

100.0 

44.4 

10.8 
0.3 

32.6 

At the bottom of the 1960-61 re
cession, durables output made up less 
than 17 percent of the total—the 
smallest sliare of the entire postwar 
period. By the second quarter of 
this year, tlie ratio was bade up to 
20 percent. Wliile this share com
pares favorably with the peak quarterly 
rate reached in the economic advance 
of 1959-60, the relative share of dur
ables production in total output is 
still below the 22-percent level that 
was common in prosperous quarters 
in the early and inid-1950's. 

As the table and chart indicate, the 
rise in total production has been held 
down by a slower than average advance 
in the demand for nondurable goods. 
Relative to total consumer income 
and buying, purchases of nondurables 
have been declining very slowly during 
most of the postwar period. 

Nine quarters after the trough, tlie 
cyclical expansion in output of both 
services and construction lias l̂ een 
about the same as in the two previous 
expansions. While the growth in serv
ices of all types has continued about 
in fine Avith the postwar uptrend, 
there liave been divergent tendencies 
exhibited by two of the major com
ponents of service e.xpenditures. The 
rate of gain in personal buying of 
services has slowed somewhat in the 
last few years. On the otlier hand. 
Federal compensation of employees— 
liy far the largest item of Government 
purchases of services—has risen by 
one-eighth since the most recent cj'̂ clical 
low, or much more than the last two 
times. State and local government 
pa3ri'olls—the tlnrd major component 
of service outlays in the National 
Accounts—have continued to expand 
on their postwar growth trend during 
recent years. 

'fotal construction mainly tracing 
changes in spending for business and 

housing structures, has typically shown 
a somewhat erratic cyclical behavior. 
In the recent expansion, there has been 
an especially strong and long lasting 
gain in residential building which has 
carried total construction higher in 
most quarters. A smaU decline in State 
and local government construction out
lays—which make up one-tenth of the 
total—has held back the overall gain. 

As the chart shows, during the 1958-
60 upswing in business activity, con
struction reached a peak early and fell 
irregularly for a year by this stage of the 
cycle; this reflected mainly develop
ments in the housing market. None
theless, in all three recoveries, total 
construction expenditures were roughly 
7 percent higher in the ninth quarter of 
advance than at the cyclical low. 

U.S. Investments—{Cont.from p. 22) 

Though the net increase in U.S. 
private investments is of the same 
order of magnitude as the reduction 
in net liquid assets this does not, of 
course, imply a direct link. Many 
items or combinations of items in the 
balance of payments accounts woidd 
add up to similar or larger amounts 
over the years. As the U.S. debtor-
creditor position has evolved, however, 
a few major relationships should be 
noted. 

Certainly no country has had pri
vate foreign investments as large 
as those now held by U.S. nation
als in other countries, or retiu'uing 
as much income ($3.9 billion in 1962 
not including $1.2 billion of reinvested 
earnings). In this sense these invest
ments are an element of considerable 
strength in the United States inter
national position. On the other hand 
the fact that these foreign investments, 
especially direct and other investments 
going to industrialized countries, have 
grown so fast suggests that invest
ment opportunities in the United States 
relative to those in comparable areas 
have not been attractive enough to 
absorb the funds available for invest
ment. 

The United States has maintained 
a steady and rising flow of capital.to 
other countries over a long period 
during which its reserve position has 
been under pressiu'e. A considerable 
volume of these outflows is to be 
expected, given the relatively abundant 
suppl3' of capital here compared to 
domestic demand and the great variety 
of capital needs throughout the world. 
Nevertheless' such flows are one of the 
factors which at least in the short run 
must be reckoned with as contributing 
to the balance of payments deficits. 


